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From time to time in the past the 
AMA has pointed out the important role 
played by trade associations in the in- 
dustrial life of this country. Company 
participation in trade association work 
has always been regarded as good man- 
agement policy, and, in many concerns, 
cooperation with the industry trade asso- 
ciation is considered an inevitable part 
of many executive jobs. 

Observers who are watching the prog- 
ress of the defense program feel that the 
management group represented in the 
AMA should now give special attention 
to trade association relationships. Un- 
questionably they are right. They see 
in the trade associations agencies that 
have the facilities and ability to coordi- 
nate the various producing units of each 
industry. They see in the defense pro- 
gram a new opportunity for the associa- 
tions to render service. 

There isn’t room here to catalogue the 
functions of the typical well-managed 
trade association. It is enough to say 
that in normal times the organizations 
perform an invaluable service to many 
industries and in some industries busi- 
ness could not be carried on without 
them. 

But consider these associations in the 
light of this emergency: Executives of 
well-run trade associations not only know 
what products their industries can pro- 
duce, but also in what quantities they 
can produce them; they know where 
the bottlenecks may be expected; how 
much idle capacity exists in the industry 
from time to time; whether the industry 
has enough flexibility to permit changing 
over to the manufacture of a war prod- 
uct; what degree of obsolescence exists 
in the industry; what its labor require- 
ments are, etc. 

Naturally, it is to these organizations 
the government is turning to gather not 
only product and statistical data but also 
information about conditions that are pe- 
culiar to one industry alone—information 
that is beyond the reach of the govern- 
ment statisticians. 

But besides furnishing vital informa- 
tion, the trade associations have another 
important function, namely, that of co- 
ordinating the efforts of their members 
and the total effort of their industry with 
that of other industries. Companies that 





have never thought it necessary to work 
closely with their trade associations are 
finding that they will have to change this 
policy. Defense production is not a 
one-company proposition for any in- 
dustry; it is a project calling for the 
resources of all the units in industry, 
which means that members of an industry 
will have to coordinate their national de- 
fense work—through their trade associa- 
tion. 

Many of the future difficulties of the 
defense program will arise when differ- 
ent industries begin bidding for the same 
labor and raw materials. In a few places 
they have already had a foretaste of this. 
The result of this inter-industry compe- 
tition will be serious aggravation of the 
price problem and the priority question, 
with consequent ill-effects upon the prog- 
ress of the defense program. Here again 
the facilities of the trade associations can 
serve to alleviate friction by bringing to- 
gether the members of the industries in- 
volved to talk over each other’s respec- 
tive needs. 

In an emergency such as we have today 
a company cannot operate entirely inde- 
pendently and without regard for what 
companies in the same industry are do- 
ing—nor can one industry ignore what 
other industries are doing. Total defense 
means total cooperation; and the ma- 
chinery for cooperation exists in our trade 
associations. 

A Frenchman who witnessed the tragic 
fall of the industrial and military ma- 
chines of that country in 1939 and 1940, 
who is now a visitor in the United States, 
told me recently that he remembers 
French business men trying to thresh out 
not so long ago the very problems that 
we are meeting today. The difference 
he noted was that in France there was no 
cooperative discussion among business 
men and no voluntary coordination of 
effort, while here there is a willingness 
among business men to help each other 
on common problems. (He was amazed 
at the intensive interest and perfectly 
open discussion of management prob- 
lems that he heard at our AMA meet- 
ings.) In France, he said, when busi- 
ness men failed to take the initiative on 
industrial coordination the government 
stepped in and enacted one law after 
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OUTLOOK 


Expansion Marks Industrial 
Activity on Broad Front 


Industrial and business expansion con- 
tinues apace. With most basic industries 
working day and night and all rolling 
up heavy backlogs of orders, with new 
plants hurriedly being erected, with em- 
ployment increasing, and consumer in- 
comes growing, the American economy 
would appear to be in the early stages of 
one of the busiest periods in its history. 


Observers of business trends contribut- 
ing to the summaries on the inside pages 
of this Letter report not only “new 
highs” for 1940 but for the last decade. 
While this makes pleasant reading, not a 
few misgivings are to be heard and must 
be heeded. In the first place it is rec- 
ognized that the phenomenon we are 
witnessing results from a highly abnor- 
mal situation. This is not a recovery 
brought by companies competing for 
business in open markets; it is a war- 
subsidized expansion and business will 
ultimately have to pay for it—in what 
measure no one can tell. 


Short-Term Considerations 


Other dubious points in the business 
outlook concern short-term questions: 
Will there be an “intermediate reces- 
sion’”’—a temporary halt in the forward 
Progress—caused by bad timing in de- 
fense contracts or by industrial bottle- 
necks? Will final assemblies be delayed 
by unfinished parts contracts? Will labor 
strife slow up the entire program? Is 
inventory accumulation moving too fast? 


Then, superimposed on these questions 
is the all-important one: How long will 
the war last? Reports from all sources 
indicate a general belief that the war will 
be of long duration. Sentiment in this 
country as to ultimate British success was 
very low last June, but since those days 
the belief has grown that the conflict will 
be a long one—not a blitzkrieg war such 
as the Axis counted on, but a long pun- 
ishing war of attrition from which both 
sides will emerge exhausted and en- 
feebled from their terrific expenditures 
in lives and money. 
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General 
Outlook 


During the latest week on record the in- 
dexes of general business, total loans of re- 
porting member banks, automobile output, and 
bond prices reached new highs for the year to 
date (Nov. 16). 


The business outlook contains a multitude of 
favorable reports: steel at record capacity, Octo- 
ber copper deliveries at a new high, tenth con- 
secutive weekly rise in commercial loans, actual 
defense expenditures mounting; all-time highs 
in many industries, sizable gains in earnings, and 
liberal dividend declarations (Nov. 16). 


The Business Week index has moved up to 
another new 1940 high; steel operations have 
reached 96.6% of capacity; and government or- 
ders for lumber and textiles furnished additional 
evidence of the widespread and varied crowding 
of corporate backlogs (Nov. 23). 





Money and 
Credit 


The Treasury reports that per capita circula- 
tion of money in the United States rose to 
$62.66 on October 31 from $61.64 on Septem- 
ber 30 and from $55.84 on October 31, 1939 
(Nov. 16). 


Firmness in high-grade bonds at abnormally 
high prices reflects extremely easy money condi- 
tions due to a low demand for loans in relation 
to a large supply of available funds; but con- 
tinuation of the recent uptrend in loans may 
raise money rates and depress bond prices (Nov. 
9). 





Security 
Markets 


The situation in various groups of stocks sug- 
gests that the price advance since early sum- 
mer has been an approximate discounting of the 
improvement in earning power; in some groups 
this leads to generous valuations, but instances 
of such relationships are not excessive (Nov. 
at). 


Since the election, the stock market has 
forged ahead into new high ground for the 
rally that has been under way since June; rail- 
roads have given the best performance of the 
three averages, with a recovery of over 80% of 
the ground lost last Spring (Nov. 16). 





Production 


Actual steel output this week was scheduled 
at 96.1% of capacity, a new 1940 high. The 
normal demand for steel declined to 39.0% of 
capacity from 39.1% a week ago, indicating a 
slight deterioration in basic conditions; but steel 
activity will continue to be maintained near 
recent levels (Nov. 16). 


The steel and aviation industries are the lead- 
ers among the industries receiving stimulus 
from the huge arms buying on the part of the 
British and our own national defense. The total 
volume of business has now surpassed the previ- 
ous recovery peak of the fall of 1939 and the 
trend continues upward (Nov. 16). 


The Federal Reserve Board has become dis- 
turbed by the possibility of a boom—with ex- 
cess reserves pushing up near the $7,000,000,000 
mark; efforts are being made to elasticize the 
Board's control over member bank reserve re- 
quirements, to get sufficient authority to check 
“undue” expansion of bank credit (Nov. 16). 








When the Secretary of the Treasury last week 
said an increase in the debt limit was needed, 
he provided just the stuff to accelerate the de- 
mand for “inflation hedges.” Stock prices ral- 
lied. People have begun to take inflat.on seri- 
ously for the first time since the devaluation-of- 
the-dollar days (Nov. 16). 





The automobile factories have been borrowing 
on the future in anticipation of receiving gov- 
ernment orders of all types next Spring; but if 
the government orders do not come on schedule 
then the “borrowing on the future’’ will back up 
on the present and an industrial slump is to be 
expected (Nov. 23). 





Distribution 





Department store sales during the week ended 
November 2 were 5% smaller than a year ago 
as compared with a 6% increase in the preceding 
week; sales of cars and trucks by the General 
Motors Corp. to consumers rose to 186,016 
units in October from 97,527 in September and 
from 110,471 in October last year (Nov. 16). 


Department store sales for the latest week 
were 6% above the same week last year; the 
daily average index of miscellaneous and L.C.L. 
carloadings was 81 for the latest week as com- 
pared with 83 the preceding week and 79 a 
year ago (Nov. 23). 





Construction 





Agriculture 


The Federal Home Loan Bank Board reports 
that there were 57,527 urban real estate fore- 
closures during the first nine months of 1940, 
as compared with 78,954 in the corresponding 
month last year, a decrease of 27% (Nov. 16). 


Unquestionably under the prod of the defense 
program construction has become a_ powerful 
force for economic expansion; both residential 
and industrial building are now running at the 
best rate attained since late in 1929; defense 
calls for more plants, more plants calls for more 
workers, and workers require homes (Nov. 16). 





The prospect is that the farmers’ purchasing 
power in 1940 will be slightly higher than in 
1929 due to the lower level of prices for goods 
bought by the farmers this year; this will be the 
first year since the depression that the farmers 
have enjoyed as large a purchasing power as in 
1929 (Nov. 9). 


income _ statistics 
shows that among the various groups farm in- 


Examination of consumer 
come scored the largest plus signs in the earlier 
months of the year; now the rest of the country 
is going ahead fast (Nov. 2). 





Commodity 
Prices 


The fact that commodity prices in Great Bri- 
tain have risen substantially has led to some 
fears that the same may happen in this country; 
however, the factors that caused the rise in Brit- 
ain are not present here; any price rises as a 
result of our defense program will come at a 
much slower rate (Nov. 16). 





Labor and 
Wages 


The index of factory payrolls rose sharply for 
the second consecutive month in September to 
109.4, the highest level since May, 1937 when 
it was 110.1; the index was 16.6% over the 
level a year ago, as compared with an increase of 
15.7% in August over the corresponding month 
of last year (Nov. 9). 


The Government suggestion that copper be 
imported duty-free from South America to meet 
defense needs signifies an intention to put a 
brake on boom tendencies; and the seasonal re- 
cession that is normal in some lines during the 
rest of the year may also temper boomlike con- 
ditions (Nov. 16). 





Factory payrolls are making headway at a 
rapid rate; the September increase over a year 
ago was 16.6%; over two years ago, the in- 
crease was 34.1% (Nov. 2). 


It is hard to conceive of prices skyiocketing 
while plant capacity and manpower are not fully 
occupied and while marginal producers are com- 
ing into production; the very plant expansion 
that is now causing prices to rise will u!timately 
be the brake that will prevent further advances 
(Nov. 16). 





Prior to the election, there were suspicions 
that, under pressure of national defense work, 
labor trouble was brewing; last week the pot 
really began to boil with the Vultee strike 
on the Pacific Coast; in the East there was the 
Crucible Steel strike (Nov. 23). 





Foreign Trade 
and 
Conditions 








The value of merchandise exported from the 
United States declined sharply from $350,000,000 
in August to $295,000,000 in September; but 
as the result of sharp gains over a year ago in 
the preceding months of this year, the cumula- 
tive total for the first nine months is 38.7% 
greater than in that period last year (Nov. 16). 





The chief drawback in the investment outlook 
is the difficulty in telling what turn the war 
may take; the possibility of a market reaction 
from shocks from abroad, particularly after the 
substantial rise that has been achieved, must be 
realized (Nov. 16). 





Canadian industrial production has reached a 
new peak, steel output is running more than 
50% ahead of last year, the building of war 
plants has boosted construction business 65%, 
newsprint exports are soaring, and railway 
revenue has nearly doubled this year (Nov. 16). 
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Aggregate industrial production is at a new 
all-time high and yet manufacturers report that 
new business continues to roll in at a rate ex- 
ceeding shipments; a rise in inventories has oc- 
curred but apparently not to the proportions of 
1937; the flow of income to consumers is the 
heaviest in a decade (Dec.) 


Cleveland Trust Company 
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American industry is now swinging into a 
period that promises to become in time one of 
the most active in its history; it may appear to 
be the beginning of a long self-sustained pros- 
perity but it is not; ic comes from highly 
abnormal causes (Nov. 15). 


Even though the trend of industrial activity 
is usually down at this time of year and normal 
declines are to be expected in industries affected 
by seasonal conditions, in other industries there 
will be expanded production. It may be as- 
sumed that the FRB index, which was 125 for 
Sept. will continue to rise. (Nov.) 





Bank clearings (23 cities) totaled $25,289,- 
266,000 in October, 19.9% above September and 
12.6% above a year ago; the adjusted Insol- 
vency Index (failures) rose from 64.6 in Sep- 
tember to 67.1 in October, as compared with 
72.8 last October (Dec.) 


Under the combined influence of seasonal de- 
mand and the defense program, bank loans have 
moved up briskly in the past two months. Mem- 
ber bank excess reserves have moved up to a 
new all-time high of $6,940,000,000, exceeding 
for the first time the previous peak of $6,880,- 
000,000 of last July (Nov.) 
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Turnover on the New York Stock Exchange 
during the first half of November averaged 
above 1,000,000 shares a day, more than double 
the daily volume in October; stock prices made 
a net gain in the early part of the month and 
the Dow-Jones industrial average touched the 
best levels since last May (Dec.) 
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At a season when contraction is usual, manu- 
facturers have maintained and in some instances 
even increased production rates; the FRB ad- 
justed index of production is reported at 128 
for October, compared with the previous peak 
of 126 at the end of 1939 (Dec.) 





Consumer buying holds at a level 5% or 
more above 1939; some spottiness continues in 
evidence but an increased emphasis on better 
quality goods is generally noted; the FRB ad- 
justed index of department store sales in Octo- 
ber was 90% of the 1923-1925 average (Dec.) 
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Building permits increased much more than 
seasonally in October and were the highest vol- 
ume for that month since 1929; the total of 
$137,170,225 for 215 cities was 16% above the 
$117,913,884 recorded in October, 1939 (Dec.) 





The physical volume of industrial production 
again increased in October; this bank’s produc- 
tion index stood at 95 in August, or 5% below 
the computed normal; it was at 98 in September 
and the preliminary figure for October is 100 
(Nov. 15). 


Irrespective of further orders, a high level 
of industrial operations is assured; steel mill 
output is larger than ever before in the country’s 
history. Manufacturers in most lines can see a 
high rate of operations ahead for some time 
(Nov.) 





The rising trend of industrial production is 
reflected in the per capita figures of national 
income. The average income per capita of the 
population is now at the highest level in the 
last ten years; per capita income this year will 
Need be $570; in 1929 it was $675 (Nov. 
15}. 





Much of the inventory accumulation that is 
going on is not due to defense orders, but to 
expectation of generally expanded business; but 
the situation will again be strengthened if buying 
is again dropped back to a consumption basis. 
Retailers are helping the situation by conserva- 
tive purchases and commitments (Nov.} 





Building contracts have moved ahead, and in- 
clude a substantial number of contracts for new 
plants; in the first half of October daily average 
building awards were 7% higher than in Sep- 
tember and 42% above a year ago, continuing 
the level of building construction at the highest 
since 1930 (Nov.) 
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Commodity prices continue mildly upward un- 
der fairly broad buying pressure; the daily 
wholesale price index of 30 basic commodities, 
extending the upswing started in August, reached 
123 at mid-November, highest since January 
(Dec.) 





In the great majority of staple commodities it 
is plain that no general change to a sellers’ 
market is to be apprehended; the problem in 
foodstuffs and in most farm products is not one 
of shortage but of surplus; producers of basic 
materials are confident they can meet demands, 
provided buying is orderly (Nov.) 
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On a seasonally adjusted basis, factory em- 
ployment has increased for five consecutive 
months; factory payrolls in September compared 
with the best levels in 1937 and, according to 
preliminary reports, showed a further gain in 
October (Dec.) 


Industrial activity is reducing unemployment 
all along the line; but this expansion does not 
result from free enterprise competing in open 
markets; it comes from the fact that two na- 
tions are demanding huge volumes of special 
goods and paying what they must to get them 
in the shortest time (Nov. 15). 


The need of more tools and highly skilled 
labor will be felt in many industries making 
highly finished goods; expectations that costs of 
manufacture will increase are widespread; so far 
neither industrial costs nor the cost of living 
show any general tendency to move up rapidly 


(Nov.) 
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The war is doing a great deal to build up 
Canada industrially, and while this will tend to 








make her a more active export competitor of 
g of war the United States, it should stimulate Canadian 
ess 65%, purchases of industrial raw materials such as 
1 railway coal, steel and cotton, and of tools and 
Nov. 16). machinery (Nov.) 
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Finance Conference 
On January 22-23 


Company Finance Officers 
Will Discuss Current Problems 
At Sessions in New York 


Financial executives from hundreds of 
companies will come to New York on 
January 22 and 23 to discuss the current 
problems of company fiscal management. 
The group, which will include treasurers, 
controllers, and tax authorities, will 
gather to hear each other's views and to 
hear discussions about tax problems, de- 
fense financing, new functions of finan- 
cial executives, and recent advances in 
accounting. 

Ernest F. Rumpf, Vice President, Pitts- 
burgh Coal Company, and Vice President 
of the AMA Finance Division, has an- 
nounced a program that will be devoted 
to these four major financial problems. 
The program will be as follows: 


Wednesday Morning, January 22. New 


Concepts of the Functions and Respon- 
sibilities of the Financial Executive: 
“What Does the Function of Financial 
Executive Embrace Today?” Ernest F. 
Rumpf; “New Concepts of Account- 
ing Responsibilities,” H. C. Perry, 
Treasurer, Heywood-Wakefield Com- 
pany; Maurice E. Peloubet, Pogson, 
Peloubet & Company, and Vice Presi- 
dent, American Institute of Account- 
ants. 


Wednesday Afternoon. More Effective 
Use of Financial Control: “The ‘Contri- 
bution Theory’ of Accounting,’ Carlos 
B. Clark, J. L. Hudson Company; 
“The Use of Product Line Profit and 
Loss Statements in the Control of a 
Multiple Line Business,’ C. R. Cary, 
Vice President, Leeds & Northrup Com- 
paty. 

Thursday Morning, January 23. Current 
Tax Problems: ‘A Re-examination of 
Taxation Fundamentals,’ Wadsworth 
W. Mount, Assistant Director of Re- 
search, The Merchants’ Association of 
New York; ‘Amortization of Facilities 
Constructed for Defense Production,” 
Bleecker L. Wheeler, Ford, Bacon & 
Davis, Inc.; “Implications in Current 
Federal Taxation Policies,” Virgil P. 
Ettinger, Tax Specialist. 


At a luncheon session on Thursday it is 
planned to hold a discussion of financ- 
ing national defense. The details of 
this session have not yet been com- 
pleted and will be announced later. 

Thursday Afternoon. Financing Our De- 
fense: “Fiscal and Financing Aspects 
of Defense,’ Alexander Sachs, Vice 
President and Economist, Lehman Cor- 
poration. 











ERNEST F. RUMPF 


Plans Made For 
Varied and Intensive 
Personnel Conference 


A many-sided program that will cover 
all of the principal current problems in 
the field of industrial relations and per- 
sonnel administration is being planned for 
the AMA’s annual Personnel Conference. 
This meeting will again be held at the 
Palmer House in Chicago—on Wednes- 
day, Thursday, and Friday, February 12, 
13, and 14. 

Intensive preparation for the Confer- 
ence, which each year attracts more than 
a thousand executives with industrial re- 
lations responsibilities, has been under 
way for many weeks. The committees 
doing the planning have been working 
under the direction of Divisional Vice 
President Harold F. North, Director of 
Industrial Relations, Swift & Company. 

The session theme for Wednesday 
morning, February 12, will be ‘Sound 
Industrial Relations Policies Under the 
Present Emergency.” 

Wednesday afternoon, February 12, 
will be devoted to ‘Labor Relations.” It 
is hoped to have a representative of the 
Labor Board discuss the philosophy of 
collective bargaining of the Board as cur- 
rently set up, and give an insight into the 
kind of thinking that wiil actuate the ad- 
ministration of the National Labor Rela- 
tions Act. Other speakers will discuss 
“Bringing About a Better Understanding 
Between Management and Labor,’ and 
“Current Practices and Procedures in Con- 
ciliation.” The committee is also taking 
under advisement the suggestion of hav- 
ing a discussion of new trends in labor 
legislation. 

Wednesday evening, February 12, will 
be given over to one of AMA’s famous 
“Dinner-Smoker”’ sessions. This year’s 














Smoker may be devoted to problems that 
come up in negotiating a union contract. 

All of Thursday, February 13, will be 
devoted to training. Present plans are to 
schedule discussions of furidamental prin- 
ciples for the morning, and descriptions 
of specific techniques for the afternoon. 
Specific papers contemplated for Thurs- 
day thus include: 

Principles of Learning as Applied to 
Business and Industrial Training, Prob- 
lems in Organizing Intensive Job Instruc- 
tion, Use of Motion Pictures in Training 
Work, An Experience Story of Intensive 
Training Techniques, Slide Films, and 
Other Visual Aids Used in Training 
Work, Foreman-Training Techniques. 

Thursday evening, February 13, will be 
broken up into three concurrent dinner- 
discussion sessions. This will permit the 
handling of certain topics of rather 
specialized interest that would not be suit- 
able for open sessions. Discussions for 
which arrangements are already being 
made include: A. Industrial Psychology; 
B. Fundamentals of Personnel Adminis- 
tration; C. Employee Financial Security. 

Two concurrent sessions on job-evalua- 
tion and practical applications of psy- 
chology will feature Friday morning, Feb- 
ruary 14. 

* *  ® 

Advance interest in the Conference is 
already most pronounced, and all indica- 
tions point to a “‘live’’ meeting that will 
probably surpass in attendance previous 
AMA Personnel Conferences. Readers 
who have not yet sent in their sugges- 
tions to the committee ate urged to sub- 
mit them at once. 
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(Continued from front page) 
year, and while nearly all show consid- 
erable increases in net cperating income, 
net earnings after taxes show in most 
cases little if any gains over last year. 
Further the dividend index of 47 Can- 
adian industrial concerns shows for the 
first ten months a decline of 8 per cent as 
compared with the last year. And Can- 
adian industrial production has been near- 
ly 25 per cent higher than in 1939! This 
experience has lessons for companies in 
the United States, for our present tax pro- 
gtam, and the one that is yet to come, 
will closely follow the Canadian pattern. 


] One can scarcely remember a time in 
our history when a new year opened in 
such a twilight of uncertainty as  sur- 
rounds 1941. The war is going to be- 
come more grim, more savage. Our course 
is confused and uncertain. How will we 
be 12 months from now? We are indeed 
challenged now, but a sterner challenge 
may be before us, 


Lbow. &. hoced. 


